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EXECUTIVE SUMMARY

This paper has been prepared for CGAP's Working Group on Impact Assessment (1A)
Methodologies. It argues that improving |A studies will require both better *science’ and better
‘art’ (Section 1).

Impact assessments can be viewed as laying on a continuum between ‘proving impacts and
‘improving practice. While many different groups have interests in A there is currently greet
pressure on donor agencies to prove impact (Section 2).

Different conceptua frameworks provide the foundations for al 1As. These must cover amode!
of the impact chain, the identification of units (levels) of assessment and the specification of the
types of impact to be assessed (Section 3).

The range of methods used for 1A have extended over the last decade - sample surveys, rapid
gppraisd, participant observation, case sudy and participatory learning and action (Table 2). Each
method has particular strengths and weaknesses (Table 3). The choice of methods must be based
on objectives, costs and feasibility. Mixed methods have much to recommend them (Section 4).

Attribution and fungibility are key problems for impact assessment sudies. The ways in which
scientific, humanities-based and participatory methods dedl with these problemsare examined. A
variety of techniques to avoid or reduce these problems are reviewed (see summary in Appendix
6). Itisargued that the problem of fungibility is not as great as many writers suggest. (Section 5)

Impact assessors must also design their studies S0 as to avoid a number of practica problems.
These include the trade-offs between |A cogts and rigor; respondent motivation; consultant and
interviewer availability; and how to avoid low-impact |As (Section 6).

The key to selecting an gppropriate methodology rests on achieving afit between 1A objectives,
program contexts and the availability of resources. Four types of methodology are identified -
monitoring, Smple, moderate and complex - and their key characteristics are examined (Section
7).

The conclusion presentsanumber of recommendations about how toimprovel A practice (Section
8). Theeare:

More emphasis should be placed on interna impact monitoring within MFIs, rather than on impact
assessment;

The idea of methodologica rigour must be applied to al desgns and methods,
Theman need in |A isto improve the qudity of ample IA desgns,

Monitoring MFIl performance is not sufficient - IAs must look a impacts on liveihoods,



The Household Economic Portfolio Model (HEPM) and other mullti-level approaches, are to be
recommended for complex 1A sudies,

Problems of attribution can be overcome by careful design. The problem of fungibility has been
exaggerated;

Many IAs have ‘low impact’ because they do not address the issue of dissemination sufficiently;

Donor activity has done little to strengthen the human resources or inditutions available for 1A in
non-OECD countries, this must be corrected; and

Improving 1A standards requires mgor efforts to raise the capacities of an ‘army’ of impact
assessors; acode of practice, careful training and networking are needed.



IMPACT ASSESSMENT METHODOLOGIESFOR
MICROFINANCE: A REVIEW

1. INTRODUCTION

This paper has been prepared for the Consultative Group to Assist the Poorest (CGAP) Working Group
on Impact Assessment Methodologies. 1t reviewsthe methodol ogica optionsfor ng theimpacts of
microfinance programs in the light of their costs, feasibility and 1A objectives (see Appendix 1 for Terms
of Reference). The recent rise of microfinance programs as a sirategy for poverty reduction, enterprise
development and economic growth makesthis an important issue as the claims about the benefits generated
by microfinance have outstripped the evidence that is presently available.

This review builds upon a number of commissoned background papers (Appendix 2), the discussions of
avirtua meeting convened by CGAP (see Gaile 1997 and Appendix 3), the work of the Assessing the
Impact of Microenterprise Services (AIMS) Project (Appendix 4), the wider literature (Appendix 5) and
the author’ s persona research and experience. The paper views impact assessment (IA) asbeing *...as
much an art as ascience...” (a phrase lifted from Little 1997:2). Enhancing the contribution that impact
assessment can make to developmental goal's requires both better science and better art. The scientific
improvements relate to improving standards of measurement, sampling and andytica technique.
Econometricians and datisticiansare particularly concerned with thisfield. Inthefutureit might dsoinvolve
the establishment of minimum standards (or a code of practice) for certain types of impact assessments.
Improving the‘art’ of impact assessment has at |east three strands. One concerns making more systematic
and informed judgements about the overdl design of Iasin relation to their costs, specific objectives and
contexts. The second is aout what mixes of impact assessment methods are most gppropriate for any
givenstudy. Thethird relatestoincreasing our understanding of thewaysin which theresultsof 1A studies
influence MFI policy makers and managers.

The reader should be aware that this paper seeks to identify key issues and explore them to promote
debate on how to improve | A: it does not claim to solve the inherent problems of 1A!

2. IMPACT ASSESSMENT: OBJECTIVES

Impact assessment studies have recently become popular with donor agencies and, in consequence, have
become an increasingly sgnificant activity for recipient agencies. In part this reflects a cosmetic change,
with the term 1A smply being subgtituted for evaluation. But it has aso been associated with a greater
focus on the outcomes of interventions, rather than inputs and outputs. While the gods of |A studies
commonly incorporate both ‘proving’ impacts and ‘improving’ interventions, 1As are more likely to
prioritise the proving god than did the evauations of the 1980s. A set of factors are associated with the
extreme ‘pol€ postionsof thiscontinuum and these underpin many of theissuesthat must be resolved (and
persond and ingtitutional tengons that arise) when impact assessments are being initiated (Figure 1).

Behind the shift from *evauation’ to ‘IA’ are anumber of factors. These are not explored in any detall in
this paper but they form an essentid eement for the understanding of IA and its potentia contributions.
Explicitly, |As are promoted by both the sponsors and implementers of programs so that they can learn
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what is being achieved and improve the effectiveness and efficiency of ther activities. Implicitly, IAsare
amethod by which sponsors seek to get more information about program effectiveness than is available
from the routine accountability systems of implementing organisations. |As are dso of sgnificanceto ad
agencies in terms of meeting the ever increasing accountability demands of their governments (in this era
of ‘results and ‘vaue for money’) and for contesting the rhetoric of the anti-aid lobby. While recipient
agencies benefit fromthis, they are one stage removed, and many are likely to see donor-initiated |A as
an activity that has limited practica relevancefor program activities. To quotethedirector of alarge Asan
microfinance inditution that has received subgtantial amounts of aid financed 1A consultancy and internd
| A-capacity building *...impact assessment studies keep donors happy... we don’t use them very much'’.

Figure 1: The Goals of Impact Assessment
PROV IN G- mmm oo oo oo e oo >|MPROVING
IMPACTS PRACTICE
Primary Measuring as accurately as possble Understanding the processes
Goal the impacts of an intervention of intervention and their
impacts so as to improve
those processes
Main Academics and researchers Program managers
Audiences Policymakers Donor fidd gaff
Evauation departments NGO personnel
Program Managers Intended beneficiaries
Asociated  Objectivity Subjectivity
Factors Theory Practice
Externd Internal
Top down Bottom up
Generdisation Contextuaisation
Academic research Market research
Long timescaes Short timescales
Degree of confidence Levd of plaughility

A find issueto raise in this section is whether the expectations of OECD agencies about the feasibility of
the accurate measurement of impacts in the difficult contexts of developing countries (limited numbers of
professiond researchers, few written records, illiteracy, communication problems etc) are higher than in
their own countries. Looking out of my office window in centrd Manchester a an EU-financed ‘small
enterprise development’ program | seeno evidence of aseriousapproachtolA. If recipients perceivethat
the |A standards expected of ‘them’ are higher than donors expect of themsalves then |A will be seen as
an externd imposition rather than a shared opportunity.



3. ASSESSING IMPACT: THE CHOICE OF CONCEPTUAL
FRAMEWORKS

All impact assessment exercises have a conceptua framework at their heart. In well-resourced IAs with
long ‘lead-in’ times such frameworks are usudly explicitly identified (e.g.;Sebstad et d 1995; Schuler and
Hashemi 1994). By contradt, in many smaller scae exercises the framework isimplicit and may be seen
as‘common sense’. There are three main dements to a conceptud framework:

0] amodd of the impact chain that the Sudy isto examine;
(i) the specification of the unit(s), or levels, at which impacts are assessed; and
(i)  the specification of the types of impact that are to be assessed.

3.1 Modelsof Impact Chains

Behind dl microfinance programs is the assumption that intervention will change human behaviours and
practices in ways that lead to the achievement (or raise the probability of achievement) of desired
outcomes. |As assess the difference in the vaues of key variables between the outcomes on ‘agents
(individuds, enterprises, households, populations, policymakers etc) which have experienced an
intervention againgt the values of those variables that would have occurred had there been no intervention
(Figure 2). Thefact that no agent can both experience an intervention and at the sametime not experience
an intervention generates many methodologica problems. All changes are influenced by mediating
processes (specific characterigtics of the agent and of the economic, physical, socia and politica
environment) that influence both behavioura changes and the outcomesin waysthat are difficult to predict
(Sebstad et a 1995).



Figure2: The Conventional Model of the Impact Chain
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The impact chain is very smply depicted above in Figure 2. A more detailed conceptuaisation would
present a complex set of linksaseach *effect’ becomesa'cause’ initsown right generating further effects.
For example, in aconventiona microfinance project a package of technical assistance and capital changes
the behaviour (and products) of amicrofinanceingitution (MFI). The MF subsequently providesdifferent
sarvicesto aclient, most commonly intheform of aloan. Theseserviceslead to theclient modifying her/his
microenterprise activities which in turnleadsto increased/decreased microenterpriseincome. The change
in microenterprise income causes changes in household income which in turn leads to grester/lesser
household economic security. The modified level of household economic security leadsto changesin the
morbidity and mortdity of household members, in educationa and skill levels and in future economic and
socia opportunities. Ultimately, perhaps, these changes|ead to modificationsin socid and politica relaions
and dructures. The complexity of such chains provides the assessor with arange of choices about which
link (or links) to focuson. For microfinance, it is useful to distinguish between two main schools of thought
with regard to which link(s) in the chain to focus on. For convenience, these are termed the ‘intended
beneficiary’ * school and the ‘intermediary’ school.

1| usethe term intended benefici ary here, rather than client, as most MFls utilize (or have utilised) aid funds
that are intended, at least in part, to benefit poor or vulnerable people and not purely self-selected clients. Thisisan
important point as, (i) some MFIs present their client populations as intended beneficiaries when many clients are
known to be non-poor, and (ii) some consultative groups present the client populations of MFls as ‘ the poorest’
when they know full well that only a proportion of clients are poor and that very few are ‘the poorest’ ie. social
outcasts, destitute, disabled, refugees, widows or elderly.



Theintended beneficiary schoal, building on theideas of conventiond eva uation, seeksto get asfar down
the impact chain asis feasble (in terms of budgets and techniques) and to assess the impact on intended
beneficiaries (individuas or households). The intermediary school focuses purdly on the beginning of the
chain and in particular on changesin the MFI and its operations. Itsroots are closdy associated with the
Ohio State School’ s andyses of rurd finance. Generdly, two key variables are focused on: indtitutiond
outreach and indtitutional sugtainability (Yaron, Benjamin and Piprek 1997). If both outreach and
sugtainability have been enhanced then the intervention is judged to have a beneficia impact as it has
widened the financid market in a sustainable fashion. Thisisbased on the assumption that the ingtitutional
impacts will extend the choices of people looking for credit and savings servicesand that thisextension of
choice ultimately leadsto improved microenterprise performance and household economic security. While
this assumption can be supported by theoretical frameworks (if aset of further assumptions are made about
perfect competition and other factors) it is an assumption which has proved invaid in a number of
experiences? In addition, it will not reved borrower ‘ crossfinancing’ of loans (Wiig 1997) which may
thresten the long term viability of an MH.

While the choice between these two schools can ultimately be seen as an ideologica choice (does one
prioritise contributions to improved wefare or to more efficient markets?) it is possble to recognise
different srengths and weaknesses. The intended beneficiary school makes fewer assumptions about the
impact chain and is better able to distinguish ‘who’ benefitsand *how’. Itis, however, demanding in both
methodologica and cost terms. Theintermediary school usefully incorporates notions of sustainability and
providesan |A methodologica framework that can be operated largely with pre-existing data. Itis, though,
very weak on ‘who’ benefits and ‘how’ (as illustrated by assessments of the USAID-financed APPLE
progran?). Possible ways of strengthening the intermediary school approach have been suggested by
Feingein (1997) through the analysis of borrower transaction costs. He proposes the collection of
longitudinad data on borrowers transaction costs (ibid:5) to assess whether an MFI has benefited
borrowers. This offers a potentid ‘bridge’ between the two main ‘ schools, if data on ‘who' borrowers
are a'so collected.

3.2 Units of Assessment

Following on from the design of amodd of the impact path comes the choice of the unit(s) of assessment
(or levelsof assessment). Common units of assessment are the househol d, the enterprise or theingtitutiona
environment within which agents operate. Occasiondly studies have attempted to assess impact a an
individud leve (e.g.;Goetz and Sen Gupta 1995; Peace and Hulme 1994), but thisisrelatively rare. More
recently some studies have attempted to assess impacts at anumber of levels, such asHulme and Modey

2 The grandest invalidation is probably the UK in the mid to late 1980s when an unprecedented increasein
outreach and profitability of institutions - providing financial services for households and small enterprises created a
‘bubble’ which ultimately destroyed many enterprises, led to some losing their homes and impoverished hundreds of
thousands of households. Also note that Mayoux (1997) has found that programs performing well in terms of
outreach and repayment rates can have negative impacts in terms of women’s empowerment.

3| cannot locate my copy of a GEMINI study on the USAID Anti-Poverty Lending Program! This study

ably computed almost every measure of outreach, outreach growth and institutional financial health possible: it
failed to contain any information on ‘who’ clients were, but simply assumed they were ‘ the poor’.
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(1996) who looked at microenterprise, household community and ingtitutiond levels. A comprehensve
attempt at thisisbeing made by USAID’sAIM S Project. Through ahousehold economic portfolio model
(HEPM) it seeks to assess impacts a household, enterprise, individua and community levels and thus
produce afuller picture of overal impacts (Chen and Dunn 1996).

The relative advantages and disadvantages of different units of assessment are summarisedin Table 1. As
can be seen, afocus purdy on the ‘individua’ or the ‘enterprise’ has such drawbacks that they could be
viewed as discredited. The household economic portfolio modd has much to recommend it - especialy
if indtitutional impacts are incorporated in the community level analyss. It does have the profound
disadvantage, though, of making assessment demanding in terms of costs, skilled personnel and time. If
used with limited resources it risks sacrificing depth for breadth of coverage of possble impacts.

Table 1 Units of Assessment and their Advantages and Disadvantages
Unit Advantages Disadvantages
Individual # Easily defined and identified # Most interventions have
impacts beyond the individual
# Difficulties of disaggregating
group impacts and impacts on
‘relations’

Enterprise # Auvailability of analytical tools # Definition and identification is
(profitability, return on difficult in microenterprises
investment etc) # Much microfinanceis used for

other enterprises and/or
consumption

# Linksbetween enterprise
performance and livelihoods
need careful validation

Household # Relatively easily defined and #  Sometimes exact membership
identified difficult to gauge

# Permitsan appreciation of
livelihood impacts

# Permitsan appreciation of
interlinkages of different
enterprises and consumption

Community # Permitsmajor externalities of # Quantitative dataisdifficult to
interventionsto be captured gather

# Definition of itsboundary is
arbitrary

Institutional Impacts # Availability of data # How valid areinferences about

# Availability of analytical tools the outcomes produced by
(profitability, SDIs, transaction institutional activity?
COsts)

Household Economic Portfolio (i€ Comprehensive coverage of # Complexity

household, enterprise, individual impacts # Highcosts

and community) Appreciation of linkages # Demands sophisticated
between different units analytica skills

# Timeconsuming




3.3 Typesof Impact

An dmod infinite array of variables can be identified to assess impacts on different units. To be of use
these must be able to be defined with precison and must be measurable. Conventionaly, economic
indicators have dominated microfinance | Aswith assessors particularly keen to measure changesinincome
despite the enormous problems this presents. Other popular variables have been levels and patterns of
expenditure, consumption and assets. A strong case can be made that assets are a particularly useful
indicator of impact because their level does not fluctuate as highly as other economic indicatorsand isnot
amply based on an annud estimate (Barnes 1996.v).

The socid indicators that became popular in the early 1980s (e.g.; educational status, access to hedth
sarvices, nutritiona levels, anthropometric measures and contraceptive use) have recently been extended
into the socio-political arena in an atempt to assess whether microfinance can promote empowerment
(Mayoux 1997; Goetz and Sen Gupta 1996; Schuler and Hashemi 1994; Hashemi et d 1995). Thishas
led to the measurement of individua control over resources, involvement in household and community
decison-making, levels of participation in community activities and socid networks and eectord
paticipation. The bulk of this work has focused on gender rdations, but there are sometimes partidly-
formulated assessments of class rdations within it (Fuglesang and Chandler 1993). These extensons to
the types of impact assessed permit 1AS to be more sophisticated and to shed light on developmental
impacts at atime when the gods of development have aso been extended. They do add, however, to the
complexity of IA work and require the skills of assessors who are experienced at making judgements on
socid relaions.

Sebstad et d (1995) usefully distinguish between ‘domains of change (e.g.; household income) and the
gpecific ‘markersof change (e.g.; amount of income, number of income sources and seasondity of income)
within each domain. While nat fully comprehensive, the detailed sets of domains and markers, produced
intheir paper provide an excellent checklist for impact assessorsto consider at the | A design stage.* Often
the exact markers used will be shaped by the methodology that is sdlected. This can cause problemsfor
multi-method 1As which may not be able to gpply a single definitionfor amarker for each of the methods
used. Inaddition, impact assessors should aways seek to keep the number of variables they measure to
amanagesble number and not be tempted to go for a comprehensive approach that will impact adversely
on data quaity and study relevance.

4.  ASSESSING IMPACTS: THE METHODOLOGICAL MENU?

The commonest methods used in impact assessment are sample surveys, rapid appraisa, participant-
observation, case studies and participatory learning and action (Table 2). A comparison of their strengths
and weaknessesis presented in Table 3. This paper can only explore these comparisonsin alimited way
as adetaled anaysswould fill abook.

4 Gaile and Foster (1996:Annex 1) provide avast list of all the variables measured in 11 recent studies of
microfinance impacts. The reader will also find thisvery useful.

® This section draws heavily on the work of Montgomery et al (1996).
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Over the last decade impact assessment studies have increasingly moved away from single method
approaches (eg.;Hossain 1988; Fuglesang and Chandler 1986) to mixed or pluradist approaches
(eg.;Hulme and Modey 1996; Mustafaet d 1996). Recently the methodol ogica menu hasbeen extended
withtheintroduction of participatory learning and action (PLA) and participatory impact assessment (PIA).
The choice facing microfinance |As today is not ‘what method should we choose', but *what mix of
methods should we choose and how should we combine them'?

Table 2: Common Impact Assessment Methods

M ethod Key Features

Sample Surveys Collect quantifiable data through questionnaires.
Usudly arandom sample and a matched control
group are used to measure predetermined
indicators before and after intervention

Rapid Appraisa A range of tools and techniques devel oped
origindly asrapid rurd gppraisa (RRA). It
involves the use of focus groups, semi-structured
interview with key informants, case studies,
participant observation and secondary sources

Participation Observation Extended resdence in a program community by
field researchers using quditative techniques and
mini-scae sample surveys

Detailed studies of a specific unit (agroup, locdity,

Case Studies organisation) involving open-ended questioning
and the preparation of ‘histories
Participatory Learning and Action The preparation by the intended beneficiaries of a

program of timelines, impact flow charts, village
and resource maps, well-being and wealth ranking,
seasona diagrams, problem ranking and
ingtitutional assessments through group processes
assisted by afacilitator




Table 3:

Compar ative Strengths and Weaknesses of Different Methods

Method
Criteria

Surveys

Rapid
appraisal

Participant
observation

Casestudies

Participatory
L earning and

1. Coverage (scale of
applicability

High

Medium

Low

Low

Medium

2. Representativeness

High

Medium

Low

Low

Medium

3. Ease of data
standardisation,
aggregation and

synthesis (eg.
quantification)

High

Medium

Medium or Low

Low

Medium or low

4. Ability toisolate
and measure non-
project causes of
change

High

Low

Low

Low

Low

5. Ability to cope with
the attribution
problem

High

Medium

Medium

Medium

Medium

6. Ability to capture
qualitative
information

Low

High

High

High

High

7. Ability to capture
causal processes

Low

High

High

Medium

High

8. Ability to
understand complex
processes (eg.
institution building)

Minimal

Medium

High

Medium

Medium

9. Ability to capture
diversity of
perceptions

Low

High

Very high

Medium

High

10. Ability to elicit
views of women and
disadvantaged
groups

Low

Medium

High

High
(if targeted)

Medium




Method Surveys Rapid Participant Participatory
Criteria appraisal observation Casestudies L earning and
11. Ability to capture Low High Very high High High
unexpected or
negative
impacts
12. Ability to identify Low High High Medium High
and articulate felt (duetolow
needs coverage)
13. Degree of
participation Low High Medium Medium Very high
encouraged by
method
14. Potential to
contributeto Low High Low Medium to low Very high
stakeholder capacity
building
15. Probability of Low High Medium Medium High
enhancing
downwards
accountability
Specialist High skilled Medium skilled | Medium skilled | High skilled
16. Human resource supervision, practitioners, practitioners, practitioners practitioners
reguirements large numbers who are ableto | with good with good
of lessqualified | write-up and supervision, supervision
field workers analyseresults | whoare
prepared to
commit for
lengthy period
17. Cost range Very h!gh o ngh to Mediumtolow | Mediumtolow | Highto Medium
medium medium
18, Timescdle veryhighto | v ium to low High Highto Medium to low
medium medium
T T T T T
Surveys Rapid appraisal Participant Case studies Participatory
observation learning and
Action

Source: Adapted from Montgomery et al (1996).

The garting point to answer thisquestion isto determinethedegree of scientific validity anlA isto achieve.
A stiettificaly vaid design is required when

10




# it is essentia to ‘prove’ impact for policy and investment purposes;®
# codt effectivenessisamgor issug;
# the codts of a program are very high;

# the program ‘modd’ iscontroversd (ie; the dlaimed results are much higher than informed
observers would expect); and

# other donors, governments and organisations are to be influenced.

If sucha‘robust’ design (Montgomery et a 1996) isrequired that can deal with the problems of attribution
and fungibility in detail then a sample survey, preferably cross-checked by other methods, must be
mounted. Thiswill be costly and time-consuming, but if well conducted will permit a defined degree of
confidence in the results to be achieved. (Table 3). By contradt, if an 1A is required to provide
corroboration of program impact and help in strengthening aspects of implementation, then amix of rapid
goprasa and asmall-scae survey are likdly to be more gppropriate. Thiswill berdatively cheagp and can
yidd results within a short time frame. These methods must be used with rigor, however, and require
sysemdtic design and the achievement of rdatively high sandards. Table 4 provides a summary of
conditions under which different methods are and are not appropriate (for a fuller discusson see
Montgomery et d 1996). ThelA designer must be aware that s’heisnot choosing an optimal method but
trying to achieve agood ‘fit" between |A objectives, budget and timescale with methods.

6 Asthe CGAP virtual meeti ng observed, genuinely ‘proving’ anything about MFIl impactsisinfeasible.

The key issueisthelevel of plausibility of conclusions. In the situation specified above thiswould be reflected in
statistical testing reaching a 95 per cent, or more, degree of confidence.
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Table4:

Conditionsin which Key Methods are, and are not, Appropriate

Sample Surveys ar e appropriate when:

Rapid Appraisal and/or PLA are appropriate when:

Participant Observation and/or Case Studiesare
appropriate when:

A project affects large numbers of beneficiaries
Policymakers require accurate estimates of project impacts

Statistical comparisons must be made between groups over
time and/or between locations

Project delivery/implementation mechanisms are operating
well, thereby justifying investment in the assessment of
impacts

The target population is heterogeneous and it is difficult to
isolate the influence of factors unrelated to the project (e.g.
contextual variables, other programmes &tc)

The project is adopting or promoting participatory principles
in (re-)planning, implementation, monitoring and evaluation

An understanding of the motivations and perceptions of
project clienteleisa priority

One of the purposes of the study is to assess whether or not
felt needs are being addressed by the project

The impact of community-based organisations or other
institution building activities are of importance

Thereis aneed to understand the quality of other data
collected through surveys

Thereisaneed for contextua studies before designing more
complex monitoring or impact assessment exercises (eg. case
studies, or surveys).

An understanding of the motivations and perceptions of project
clienteleisapriority

Other methods (surveys and rapid appraisals) are unlikely to capture
the views of minorities or women

One of the purposes of the study is to assess whether or not felt needs
are being addressed by the project

The impact of community-based organisations or other institution
building activities are of importance

Thereis aneed to understand the quality of other data collected
through surveys or rapid appraisals (eg. causal processes)

Thereisaneed for contextual studies before designing more complex
monitoring or impact assessment exercises (eg. before carrying out
rapid appraisals, or before designing a survey)

Sample Surveys are usually not appropriate when:

Rapid Appraisal and/or PLA are not appropriate when:

Participant Observation and/or Case Studiesare usually not
appropriate when:




A project affects small numbers of beneficiaries

Policymakers are mainly concerned with project outcomes.
(Was infrastructure completed on time and within budget?
How many people us the health clinics?)

that the way in which the project is implemented will have
little impact at the present time.

The purpose of the assessment is to study and evaluate
complex activities or processes (eg. the development &
operation of community-based organisations; qualitative use
of skillsasaresult of training programmes)

The purpose of the assessment is to document easily
observable changes in the physical environment or other
tangibles (which can be assessed through simpler, structured
visits)

The purpose of the assessment is to understand whether or
not the project is meeting the felt needs of the project
clientele

Project implementation is recent and untested, and it is likely

Projects are relatively un-complex, in which bounded
locations are not units of analysis (eg. Health centres serving a
wide catchment area, or large schools serving a variety of
communities)

Indicators of project impact are uncontroversial, and negative
impacts are unlikely

Standardised and statistically representative generalisations for
alarge and diverse project population are regarded as the sole
priority

Participation of clienteleisnot apriority (eg. in public
administration or power sector reform, or an organisational
change programme - in these types of projects more limited
focus group discussions with staff may be more appropriate)

The project is small and “uncomplicated”, providing a specific service
or limited intervention which is unlikely to affect community
dynamics beyond afew specific effects (eg. disease specific headth
facilities or campaigns)

Bounded locations are not units of analysis (eg. health centres serving
awide catchment area, or large schools serving a variety of
communities)

Indicators of project impact are clear and easily measurable or
assessable (by survey or rapid appraisals)

Indicators of project impact are uncontroversial, and negative impacts
are unlikely

Information is needed quickly, and standardised, representative
(statistical) generalisations are regarded as the sole priority

Source: Adapted from Montgomery et d 1996.
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5. CAUSESAND EFFECTS: THE PROBLEMSOF ATTRIBUTION
AND FUNGIBILITY

The mgor conceptud problems that confront the IA of microfinance relate to attribution and fungibility.
At the heart of impact assessment is the atribution of specific effects (ie impacts) to specific causes (ie
interventions). From the vadt literature on microfinance IA it is possible to draw out three very different
ways by which authors seek to demongtrate attribution. Thefirg isthe conventiond scientific method with
its origins in the naturd sciences. The other has its roots in the humanities (particularly history and
anthropology) and focuses on making a reasoned argument supported by theory and specific pieces of
evidence. Although the former hastended to dominate discuss ons about microfinance impact assessment
(see for example the studies reviewed by Gaile and Foster 1996) the latter tradition is being increasingly
used (Bouman and Hospes 1994; Ardener and Burman 1995; Remenyi 1991). The third part of this
section explores a recent entrant to the field - participatory learning and action - which offers a radica
chdlenge to both conventional 1A and to ‘science’ itsdf. Although these three approaches can be
separated for analytica purposes, in practice most studies weave e ements of these gpproaches together.

5.1 Scientific Method

Sdientific method seeks to ensure that effects can be atributed to causes through experimentation.” A
particular gimulusto a particular object in arigoroudy controlled environment is judged to be the cause
of the observed effect. The experimenta approach isvirtudly infeasiblein the socia sciences, because of
the nature of the subject matter, and so the gpproach has been adapted into quasi-experiments (Cadey and
Lury 1982). Quasi-experiments seek to compare the outcomes of an intervention with asmulation of what
the outcomes would have been, had their been no intervention. One method for thisismultiple regression,
but this has rarely been used in microfinance |A because of its enormous demands for data on other
possible causal factors and its assumptions (Modey 1997:2-3). A second approach isthe control group
method which has been widdly used. This requires a before and after comparison of a population that
received a specific treetment® (ie a microfinance program) and an identical population (or as near as
possible) that did not recaive thetrestment. Whilethisideaiseegantly smpleanumber of ‘ eephant-traps
may befdl itsuser. In particular problems of sample sdection bias, mis-specification of underlying causd
relationships and respondent motivation (seelater) must be overcome (al so see Appendix 6 for asummary
of problems and possible corrective measures).

Sdlection bias may occur because of

a difficultiesin finding alocation a which the control group’ s economic, physica and socid
environment matches that of the trestment group;

’ This section draws heavily on Mosley’s (1997) excellent background paper, which the reader should
consult.

8 This method is used widely in the medical and agricultural sciences.
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b. the trestment group systematically possessing an ‘invisble attribute which the control
group lacks (most commonly identified as entrepreneurid drive and ability);

C. recaiving any form of intervention may result in a short-term pogtive response from the
treatment group (the Hawthorne effect);

d. the control group becoming contaminated by contact with the treetment group (though this
could be along term program god!); and

e thefungibility of thetrestment (e.g.;when aloan istransferred from aborrower to someone
else or when the loan is not used in the planned way).

Problems (a) and (d) can be tackled by more careful sdection of the control group. This applies
particularly to controlling for accessto infrastructure (which has akey influence on input and output prices
aswdl asother variables) and ensuring that the control group islocated far away from the treatment group.
Problems (b) and (c) are more intractable, but in many cases they can be tackled by using accepted
‘clients-to-be’ who have not yet received microfinance services as the control group (Hulme and Modey
1996, chapter 4). 1t must be noted, however, that this gpproach will not be vaid when the take up of
microfinance services is based on diffusion through a heterogeneous population.®

Thisleavesthe problem of loan fungibility. Thiscan be seen asanintractable problem as*...no study has
successfully controlled for the fungibility of resources between the household and the assisted enterprise

(Gaile and Foster 1996:24). Using case study materias to cross-check actud loan use againgt intended
loan use and thus estimating ‘leskage’ is one possible gpproach to contralling for fungibility (Pulley 1989;

Modey 1997). However, for dl studies except those that focus exclusively on ‘the enterprise’, then a
concern about fungibility may be irrdevant. For studies looking at the household, the community or the
household economic portfolio (see Section 3.2) fungibility is not a problem for the assessor, rather itisa
vitd drategy for the client. The best investment returns may be on ‘ consumption’ (in terms of developing
or maintaining human capital through school feesand doctors hills, or buying food a atime of crisswhen
the credit termson ‘in-kind’ borrowing from tradersmay be exceptiondly high). From thisperspectivethe
task of the assessor is not to pretend that microenterprises are ‘firms whose inputs and outputs can be
precisdy identified and measured but to recognise that the impacts of microfinance must be assessed at a
variety of levels. The assessor attempting to control for fungibility (to proveimpact) hasfalled to recognise
that fungibility is a process to be encouraged (to improve impact)!

The mis-specification of underlying causal relationships arises most commonly because of the
assumptionthat causdity isaone-way process (Figure 1). Thisisareasonable assumption with regard to
naturd materias (though it does not go unchallenged by contemporary philosophers of science). For

9 We were not able to use this method for the Thrift and Credit Cooperativesin Sri Lanka, asthe ‘early’
members of a cooperative are generally drawn from higher income/assets/status groups while ‘late’ joiners are from
lower income/assets/status groups. In this case the use of a“clients-to-be’ control group would have led to an
exaggerated assessment of the economic impacts.
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humean ativity it is commonly invalid, as causation may aso run from impact back to intervention. Modey
(1997:6) illudrates this with the example of a program whose field staff put pressure on a borrower to
repay her loan; this may succeed in the short-term but may induce the borrower to sall assets (machinery,
land, trees) which reduce the probability of repayment in thelonger-term. Such reverse causation need not
necessarily be negative and, from the perspective of more process-oriented andytica frameworks, is
essentid if programs are to continualy learn from their experience and improve (rather than prove) their

impact.

Such problems can be overcome by the adoption of models that conceptualise causation as a two-way
process (Figure 3), the use of two-stage least squares technique and regression analysis (ibid:7). Suchan
approachisenormoudy demanding in terms of datarequirements, technical expertisesand cogts. Itwill only
be feasible on very rare occasions (for example see Khandker 1996).1° For most researchers adopting
the scientific method, reverse causdlity is a problem to be coped with rather than overcome. The main
means of dealing with it are (i) tracing dropouts from both the treated and control groups; (ii) only
conducting |As on relatively mature programs, (iii) interim impact monitoring activitiesto gather quditative
informationabout the complexity of causdity; and (iv) retrospectivein-depth interviewswith dients(ibid:6).

Figure 3: Simultaneous Causation Between I ntervention and Impact

‘Instnmnental
ratiables’ (eg
prograrn budget,
mfraste tore,
politeal, conditions)

Mediating Variables

Source: Modey 1997:7

10 The scale of this survey was so great that in Bangladesh it was known as ‘ the mother of all surveys'. It
operated on such a scale that other researchers found difficultiesin conducting fieldwork during the period of
operation as research institutes, local researchers and enumerators and data analysis facilitieswere al ‘ booked up’.
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5.2 TheHumanities Tradition!!

The broad set of gpproachesthat fall under this head have their roots in the humanities. Origindly history
and geography were the ‘lead’ subjects, but over thelast 20 years anthropology has become the hearth.
Its main features are an inductive gpproach, afocus on key informants, recording by notes or image and
the data andy4 is usudly directly and heavily involved in data collection. This tradition does not try to
‘prove’ impact within gatigicaly defingblelimitsof probability. Rather, it seeksto providean interpretation
of the processes involved in intervention and of the impacts that have a high levd of plaughbility. It
recognises that there are usudly different, and often conflicting, accounts of what has happened and what
has been achieved by a program. The vdidity of specific |Asadopting this approach hasto bejudged by
the reader on the basis of (i) the logica consstency of the arguments and materids presented; (ii) the
srengthand quality of the evidence provided; (iii) the degree of triangulation used to cross-check evidence;
(iv) the qudity of the methodol ogy; and (v) the reputation of the researcher(s). Whether * standards’ could
be specified for such work - to help its users gppreciate how rigoroudy designed they are - isan important
issue raised in the conclusion. Commonly the bulk of data generated by such an approach is* quditative’,
dthough at later stages of analys's such work often quantifiessomedata. The main typesof methods used
have been discussed in Section 4 (in particular see Table 2). Chao-Beroff (1997) dso identifies the use
of ‘lifegories in 1A dudies.

Although such work has been common in development studies for decades, it is only recently thet its
relevance for IA has been recognised.’? This recognition has arisen partly because of the potentia
contribution of quditative gpproaches (especidly in undersanding changes in socid rdlations, the nature
of program staff-beneficiary relationsand fungibility) and partly because of the widespread recognition that
muchlA survey work was based on inaccurateinformation collected by questionnaire from biased samples
(Chambers 1993). Low budget and low rigour IAs adopting the scientific method were at best pseudo-
science, but more often Smply bad science, despite the sophisticated andyticd tools that were utilised!

However, |As with thar roots in the humanities still have consderable difficulties with regard to the
attribution of cause and effect. Such studies cannot usualy demondirate the causd link asthey arenot able
to generate a‘without program’ control group athough at timesthe work of some researchers neglectsto
mention this to the reeder. Ingtead, causdity is inferred from the information about the causal chain
collected from intended beneficiaries and key informants, and by comparisons with data from secondary
sources about changes in out-of-program areas.  Problems aso arise because not infrequently thelabels

u Commonly such work isreferred to as ‘ qualitative’, but the quantitative/qualitative dichotomy isafalse
dichotomy. Most quantitative studies extract qualitative datafrom the respondent, have the interviewer immediately
codify or quantify it and then use only numerical analysis. Many ‘qualitative’ studiestransform their datainto
quantities at later stages of analysis (Moris and Copestake 1993:4).

12 AsMorisand Copestake (1993:1) point out ‘the much recommended text on data collection by Casley
and Lury (1982)... included two cursory paragraphs on ‘quick and dirty’ techniques... aimost half of the World
Bank’ s publication that superseded it (Casley and Kumar 1988) is concerned with qualitative methods'. Studies
using this approach include Hulme and Mosley (1996), Rutherford (1993), Fuglesang and Chandler (1986 and 1993).
For details of many recent examples see Mayoux (1997).
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‘rapid gppraisal’, ‘mini-survey’ and ‘case study’ are gpplied to work which has been done in an ad hoc
manner and does not achieve a minimum professiona standard in terms of therigor of data collection and
andyss. Examplesof thisinclude: i) basing data collection only in program areasthat are performing well,
and surveying best clients, and ii) inferring that the data collected gppliesto dl dlients.

While such studies cannot provide the degree of confidence in their conclusions that a fully resourced
sdentific method gpproach can yidd, my own judgement isthat their conclusions are often more valid than
muchsurvey based |A work that masquerades as science but has not collected datawith rigor. Whatever,
it isbecoming increasingly common to combine ‘ scientific’ and * humanities agpproaches so asto check the
vaidity of information and provide added confidence in thefindings (for example Hulme and Mod ey 1996;
Schuler and Hashemi 1994; Hashemi et d 1995). In the future dedling with atribution by multi-method
approaches seems the way forward.

5.3 Participatory Learning and Action (PLA)

Inthelast five years participatory approachesto devel opment planning and management have moved from
being afringe activity to centre tage. While many donor agencies, have Smply added abit of PLA to their
existing procedures, it can be argued that this is ingppropriate as conceptudly participatory approaches
chdlenge the vdidity and utility of the scientific method as applied to developmentd problems (Chambers
1997). According to thisline of argument the scientific method fails as: it ignores the complexity, diveraty
and contingency of winning a livelihood; it reduces causdity to smple unidirectiond chains, rather than
complex webs; it measures the irrdevant or pretends to measure the immeasurable; and, it empowers
professionals, policymakers and dites, thus reinforcing the status quo and directly retarding the
achievement of program goals. At heart, PLA theoristsdo not agree that ultimately thereis one objective
redity that must be understood. Rether, there are multiple redities and before any andysis or action is
taken the individuas concerned must ask themsalves, *whoseredlity counts? (ibid). The answer must be
that the perceived redity of the poor must take pride of place as, if development isabout ‘ empowering the
poor’ or ‘empowering women' (asvirtudly al development agencies now say), then thefirst step towards
empowerment is ensuring that ‘the poor’ or ‘women’ take the lead in knowledge creation and problem
andyss®®

For impact assessment the purist PLA line is damning - *...conventiona basdine surveys are virtudly
useless for impact assessments... The question now ishow widdly loca people can be enabled to identify
their own indicators, establish their own participatory basdines, monitor change, and evaduate causdity...
(ibid:123). By thismeanstwo objectives may be achieved (i) better impact assessments, and (ii) intended
beneficiaries will be‘...empower[ed] through the research processitself’ (Mayoux 1997:2). In practice,
the art of participatory impact assessment (PIA) isin its infancy and a pragmatic rather than a purist
approach has been common (see Chao-Beroff (1997) for an example of an NGO’ s use of participatory
methods and Martyn-Johns (1996) for acomprehensive review of PIA).

13 The reader wishing to explore PLA and PRA (participatory rural appraisal) is referred to Chambers (1997)
asthereisnot space to more fully explore theseideasin this paper. See Mayoux (1997) for a discussion of
empowerment as a program goal, with particular reference to gender.

18



Therdiability of participatory methodsvariesenormoudy, aswith ‘ scientific’ surveys, depending *...largely
on the mativation and skills of facilitators and those investigated and the ways in which informants
perceptions of the consequences of research are addressed’ (Mayoux 1997:12-13). Nevertheless, it is
argued that ‘...a number of rigorous comparative studies have shown that, when well-conducted,
participatory methods canbe morerdiablethan conventiona surveys (ibid and see Chambers 1997:141-
146).

To date the literature on PIA has only partidly addressed the issue of attribution. From a scientific
perspective PIA has grave problems because of the subjectivity of its conceptudisations of impact; the
subjectivity of the data used to assessimpact; because the variables and measures used vary from caseto
case and do not permit comparison; and, because its plurdist gpproach may lead to anumber of mutualy
corflicting accounts being generated about causdlity. From the perspective of a ‘new professona’

(Chambers 1997) then such aset of accountsisunproblemétic, asit reflectsthe complexity and contingency
of causdity in the red world. In addition, PIA, it can be argued, contributes to program gods (perhaps
particularly in terms of empowering women (Mayoux 1997) and the poor) by not facilitating the continued
dominance of target groups by powerful outsders. Why dwell on issues of attribution when efforts to
overcome such problems require the adoption of methods that will undermine the attainment of program
gods?

6. PRACTICAL PROBLEMS OF IMPACT ASSESSMENT (AND
THEIR SOLUTIONYS)

While IA design is intelectudly chdlenging, effective impact assessment is dso chdlenging in terms of
implementation. Here | cover some of the main problems*

6.1 Costsand Confidence

The design of an IA must be very closely related to the budget available: this may be a platitude but
overambitious designs continue to lead to poor |A studies. Interestingly, in thisage of cost consciousness,
the literature on microfinance provides no specific information on the overdl or unit costs of IA studies of
microfinance; ‘high’, ‘medium’ and ‘low’ are about as good as the data gets! °

From verba reportsit is clear that | As adopting the scientific method and seeking to ‘ prove’ impact cost
the earth (say US$1 million to US$5 million depending on the number of MFIs studied). At the other
extreme high quality, rapid gppraisals of the impact of individual schemes by gifted and knowledgeable

¥ For problems such as respondent recall capacity, the valuation of subsistence products and seasonality,
the reader should consult standard texts (e.g.;Moser and Calton 1972; Casley and Kumar 1988; Devereux and
Hoddinott 1993).

B The only report that explicitly identifies absolute costs and relative costs (as a percentage of program
budgets) is Montgomery et a (1996) mainly in relation to natural resource and social programs. It reportsthat the
1994 |A of BRAC' s credit program cost US$250,000.
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individuas can produce useful findings on ‘improvement’ for rdatively small sums (around US$2000 to
US$6000). Between these two extremes are a vast array of different options. A rapid reading of the
literature produces the following points.

@ Studies intended to produce authoritative evidence of impact usng the scientific method
will be rare exceptions in the |A field. Their costs mean that objectives must be very
carefully determined prior to design.

(b) Theideathat ‘ qualitative’ and ‘ participatory’ assessments methodol ogies are chegp needs
to be chalenged (Mayoux 1997). While such gpproaches are much cheaper than vast
surveys, rigorous quditative IAswill requirethe use of high qudity saff who aregiventime
to prepare properly. Codts of tens of thousands of dollars, rather than thousands, should
be anticipated.

(© For studies of moderate budget (ie most studies) the best gpproach to ensuring the vdidity
of findings will be through triangulation and using a mix of survey, quditative and
participatory techniques. Thedterndtive, of trying to achieve arepresentative sample size
on alimited budget, is likely to lead to severe losses in the qudlity of data and/or the
representativeness of the sample.

(d) Limited investments in project monitoring by program staff make moderate cost impact
assessment a high levels of quaity much more feasble as less primary data collection is
necessary (see Montgomery 1996 and later parts of this paper).

6.2 Respondent Motivation

A ‘ratiiona actor’ confronted by an impact assessor asking standard 1A questions (‘ what isyour income?
wha do you spend your money on? how do you get on with your husband?) would soon tdl the
interviewer where to put hisgher survey instrument. Fortunately, in the world of practice, more polite
responses are the norm but the issue of how to persuade respondents to spare the time for an interview,
and provide accurate and honest answers, isan important onethat israrely mentioned in | A methodological
satements. Different Srategies are needed for different typesof respondent - program beneficiary, control
group and program drop out. Asaruleof thumb many researchers suggest that oneand ahaf hoursshould
be seen as the maximum possible length for an interview.

Beneficiaries are the easiest group to approach as generdly they accept ‘answering questions' as part of
the package of being in a program or dealing with an MFI. Mativation can be enhanced by having
interviewers introduced by program officers: but, this hasthe danger of linking the assessor with field level
staff and encouraging the recounting of ‘theright answers .1° For both data qudity and ethica reasonsthe

16 At one of our large Asian case study institutions (Hulme and Mosley 1996, Vol. 2), program field staff
visited villages that we had randomly selected for survey and told borrowers to make sure they gave our
interviewers ‘theright answers’. Fortunately, qualitative research revealed this and other villages were selected for
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persona introductions that interviewers make prior to interview need to be carefully worked out so that
respondents understand why they are being questioned.

Motivation is a more difficult issue with control groups as, having by definition no connection with a
program, they have no incentiveto cooperate. In many cases, however, the novelty and amusement vaue

of being interviewed is sufficient encouragement (though expatriates should note that the willingness of
people to be interviewed may be higher than is the norm when they are working at afield ste because of

their rarity value). The problemsof responseincrease significantly if longitudinal detais collected as second

and third interviews have much less anusement vaue. In such cases rewarding interviewees should be
considered to promote data quality and for ethical reasons (what right have impact assessors to assume
that the opportunity costs of an interview, particularly for poor people, are zero?). Thiscan taketheform
of asocia reward, such as bringing soda waters and snacks to share with respondents (I have found this
works well in East Africa), or ‘bribery’ (Modey 1997:8) where the interviewee is paid cash for

surrendering her/histime.t’

Program drop-outs represent a particular problem, and afailure to pursue drop-outs may have led to our
research underestimating the negativeimpacts of microfinance (Hulmeand Modey 1996). When the drop-
out is traceable then significant effort is merited to obtain an interview/re-interview. Where drop-outs
cannot be traced, or death has occurred, then a replacement respondent sampled at random from the
origina population, and preferably from the same stratum, should be interviewed (see Modey 1997:7-8).

Participatory and rapid gppraisa methodsthat work with groups generally manage to muster respondents
because of the socid interaction they create. However, care needsto be taken to observe who hasturned
up and, perhaps more sgnificantly, who has not come to the meeting (Mayoux 1997). Additiona
interviews or focus groups may be necessary to collect information from people who do not turn up for
communal PLA or RRA sessions.

6.3 Consultant and Interviewer Quality and Availability

Inmany countriesrecruiting |A personnd who havethe skillsand quditiesto interview, collate, andyse and
write up work is akey problem that applies at both consultant and fieldworker levels. A number of ways
of trying to dedl with this problem, or relieve it in the longer term can be identified.

@ If 1As are scheduled well in advance then the likelihood of ‘booking up’ quality personnd
is enhanced. The donor preference for last minute contracting (just out of time
management) leadsto the recruitment of weak | A teams and subsequent problemswith A
logistics and qudity.

survey!

1 This method is wi despread inthe USA and UK when market researchers convene focus groups to test
new products. It should be noted that onceintervieweesin an areaare paid for interviews then the likelihood of
non-cooperation in the future, unless fees are paid, is greatly increased.
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(b)

(©

Longer term, donors keen on 1A need to think how they can strengthen the human and
inditutiona resources availablefor I A in developing countries. Thiscould involvetechnica
assistance to research ingtitutes and/or private consultancy groups, the management of a
flow of work so that people can see lA in career terms (rather than afew dollarsincome
on the sde); moves to produce |A standards and/or codes of practice that will help to
professondise impact assessment; and smple manuas and ‘ case study methodologies
that will help assessors to achieve best practice more quickly.

The information collected by survey methods can generdly betrandferred between andysts
without too much difficulty. By contradt, the data collected by quditative methods usualy
entalls that the principa researcher does the write-up and so contracts for quditative
researchers should ensure their availability for writing-up.

6.4 TheProblem of Low Impact-lmpact Assessments

A find problem of 1A concerns the impact of 1As. This depends in part on the origina objectives of a
study. It gppliesto both ‘proving’ and ‘improving’ IAs. The evauation literature of the 1980s bemoans
the limited influence of evauation on subsequent decison-making. 1A has inherited this problem, as
illugrated by the very limited influence of large scaleimpact assessment sudies (Mustafaet d 1996) onthe
microfinance activities of the Bangladesh Rurd Advancement Committee (BRAC).

A number of ways of andiorating this problem can be identified.

@

(b)

(©

Impact assessors need to devote moretimeto the‘ use’ of their sudies (and perhapsalittle
less time to the product itself!). Their focus must go beyond ‘the report’ into a
dissamination drategy amed a decison-makers. bullet point summaries, snappy
presentations and strategic cups of coffee are the key to this environment.*®

Thetiming of findings needs to be carefully consdered. As a generd rule of thumb the
longer the length of time between data collection and findings presentation, then the lower
the impact for 1As focused on ‘improving’ practice. The common response to initial
findings presented more than nine months after completion of fieldwork is‘ our program has
aready been redesigned so your findings have little relevance .

Program managers often regard impact assessors as impractica people who have lots of
time on their hands. For high cost gpproaches pursuing the scientific method thiswill be of
only limited sgnificance as the people to whom one's results must be credible are in
Washingtonand European capitals. However, for the vast mgority of A studiestheissue
of how to develop condructive relaionships with program staff requires careful thought
and action. Effortsto achieve co-ownership of findings by involving program s&ff in 1A

18 The K handker (1996) study and its related papers s an obvious example. Microcredit specialists with
PhDs in Economics describe the study as ‘ virtually unreadable’ and thus of little use to policy makers.
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design, showing respect for their ideas and opinions, and discussing interim findings are
possible ways of making influence more probable.

23



1. SELECTING THE APPROACH: ACHIEVING ‘FIT’

The key task for the IA designer is to select an gpproach that can meet the objectives of the specific
assessment at an acceptable levd of rigor, that is compatible with the program’s context, that is feasble
in terms of codts, timing and human resource availability and that avoids the problems identified in earlier
sections. Wherever possible an 1A methodology should be piloted before full implementation. The
questions that s'he must answer can be summarised as follows.

@
2
3
(4)
Q)

What are the objectives of the assessment?

How is the information to be used and by whom?

What leve of reidbility is required?

How complex isthe program, what type of program isit, what is aready known about it?

What resources (money, human and time) are available?

The range of specific responses to these questions is infinite, but for the purposes of this paper they are
grouped into four categories. These categories are based on Little (1997) but their characterigtics have
been substantially modified. These range from impact monitoring and vdidation, through smple and
moderate gpproaches to more complex approaches (Table 5). These can be viewed as a hierarchy, but
thereisagreat danger in this as this may infer that complex gpproaches are best.
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Table5:

Different Approachesto | A and their Key Characteristics

Key Characteristics
Timescale
(startup to
M ethodological Leve of Other dissemina-
Approach Objectives Main Audience Reliability Main Method Methods Costs tion Other
1 Impact Monitoring | Toimprove Senior Moderate to Use of N/A Low to 2 to 6 months Informal impact monitoring
(don'tdoanlA) programme programme low available data Moderate initialy, but systems already exist in most
performance managers and through amix thenona MFIs. Strengthening theseis
field managers of methods continuous the lowest cost route to
basis relating impactsto action. If
formalised, these systems
make | ASs much easier
2Smple Totest existing | Senior Moderate to Nomain Many methods | Low to 9to 18 months | If empowerment and local
under-standing | programme low method - used moderate institutional development are
of impacts and managers and key programme goalsthen a
improve donor reps, in- participatory approach may
programme country be needed
performance
3 Moderate Provingimpact | Bilateral and M oderate* Samplesurvey | Rapid High 15t030 If empowerment and local
toareasonable | recipient policy- with control appraisal months institutional development are
degree of makers and group Case studies key programme goalsthen a
reliability and managers and P-O participatory approach may
improving senior be needed
programmes operational
managers
4 Complex Proving Econometricians | High* Largesample Background Very high 48 months Of little relevance for
programme ,economically survey with datafor plus programme improvement but
impact literate policy control group contextual- important for investment
analystsin isation programming and donor
donor and accountability. Ethical
recipient questions about whether
countriesand OECD nations apply such
academic high standards to themselves.
researchers
* Reliability ultimately depends on the quality of fieldwork: this can lead to poorer levels of reliability than econometric analysis might claim



7.1 Impact Monitoring and Validation (or, do not do an IA!)

Commonly the answer to the above questions should be * don’t proceed with an impact assessment’ (as
a program’s emphasis on ‘ingitution building’ will be undermined by 1A and/or the resources are not
available). Unfortunately donor agencies generaly lack the courage to reach this decision and consultants
(mea culpa) may have a vested interest in not promoting this option. Instead, donors could focus on
drengthening the internal impact monitoring capacities of the microfinance inditution and occasondly
checking the qudity of thisinformation by usng externd monitorsto vdidateit.

Building internd impact monitoring capacities does not mean creeting alargeimpact assessment unit within
an MFl. Rather, it means helping the MFI develop its MIS and the work of its internd monitoring and
researchunitsto collect readily available data (outreach, repayments, drop-out rates etc) dongsde‘smple
to gather’ forms of data collected by the interna monitoring unit on who is using services, what for, why
and what they like/didike about the services. Much of this work can be done by focus groups, short
interviewsand rapid gppraisal.*® 1t may dso entail assistanceto MFIsin how to use short-term consultants
to best effect.

These systems dready operate in some of the large Asan MFIs and are the basis upon which their
directorstakemany ‘improvement’ decisons. Strengthening these sysems and occasiondly verifying them
- rather than financing more complex externa impact assessments - is probably the best way to achieve
the ‘improving’ godsof IA. The types of verefication process used in Sociad Audits (New Economics
Foundation 1996; Zadek and Gatward 1996) provideamodd of ensuring that internal impact assessments
arevdid.

7.2 A Smple Approach

Thiswould seek to provide timely information at arelaively low cost about program impacts. These are
the most numerous forms of IAs. Reliability ismoderate, at best (and based mainly on triangulation), and
the mgjor objective is to test the existing understanding of impacts and contribute to improvements in
program operation. The main audiences are program managers and donor ‘ country-based’ staff. The
central methodol ogica feature of such an gpproach isthe use of avariety of methods. Usudly thisinvolves
a sndl scde dlient survey, compared with a comparison group that could be rapidly identified
(e.g.;approved clients who have not yet received services), and cross-checked by rapid or participatory
gppraisal methods. If abasdine sudy is not available then a recal methodology would be utilised. The
key variables to be studied would depend on program objectives, but for income and assets the focus
would be on ordind and nomina measurements (see Little 1997:17). For programs prioritiSng
empowerment goas and loca inditutiona development, then participatory methods would be highlighted
and the survey work might be dropped atogether.

19 See Montgomery et al (1996) for an excellent discussion of the role of impact monitoring vis avisimpact
assessment.
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Severd participantsin the CGAP vitud meeting (Gaile 1997) argued that improving the credibility, utility
and cost effectiveness of smple approaches was where the greatest gains in A could be realised.
Characterigtics to enhance the effectiveness of smple IAsinclude:

() focusng on asmdl et of key hypotheses,

(i) using variablesthat have a‘track record’ from earlier |A studies,
(i) clearly documented use of traingulation;

(iv) methods applied consgtently over time;

v) use of samal szed comparison group; and

(vi)  careful training of IA staff (ibid:5).

7.3 A Moderate Approach

The moderate gpproach would involve substantidly more costs than the smple gpproach, would yidd
higher levels of rdiability (datistica inference rather than triangulaion) and is not likdy to ddiver findings
for aperiod of 2 to 3 years. Itsfocusison both proving impact and improving programs. Its audiences
would include policymakers (looking for reassurance about their agency’s investments) and the senior
managers of programs. The ‘mix’ would centre on a sgnificant survey that would dratify clients and
compare them with a carefully matched control group. The survey would involve a least two vists with
aminimum of 12 months between them and reca| techniques would not be used. Contextuad and cross-
checking materias would be produced by rapid appraisa techniques and carefully planned participant
observation and case studies might also be commissioned. While the sdection of variableswould depend
on program objectives the income and assets data would be extended (ibid:20) and measurement would
focus on interval and nomind scales.

7.4 A Complex Approach

The complex approach focuses on ensuring high levels of rdiability with regard to the attribution of
causdlity and hasan exclusively ‘ proving’ orientation. Itsmain audiences are policymakers and researchers
and it islikely to be 4 to 6 years after launch before findings are available. The central method in such an
approachisalarge scde sample survey very carefully constructed to represent dl key features of the client
population. Thisiscompared againgt acarefully selected control group, so that the number of households
surveyed is likely to be between 750 and 1500. At least 3 interviews will be conducted with each
household over aperiod of 2to 3years. A much wider set of income and asset variableswill be measured
(ibid:23) and the focus will be on high precision through interval measurements. A set of rdated studies
on ingditutiona performance would be conducted, but the heart of the study would be the econometric
andysis of survey findings. The budgets for such gpproaches are measured in millions of dollars.
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8. CONCLUSION AND RECOMMENDATIONS

Drawing conclusions about how to improve the design of |A methodologies is, unfortunatdy, not smply
about recommending an ‘optima’ gpproach!  Rather, it is about ensuring that an gppropriate approach
(Section7) for the particular task in hand ischosen, and then, achieving the highest qudity of study possible
from that gpproach in the light of the context and resource congtraints. To stimulate debate | have opted
for anumber of recommendations that derive from this paper and from the virtud meeting. The object is
to address the messy question of how we can push present practice towards ‘ better practice’: not to
pretend that thereis a clear and precise ‘way forward'.

1.

A gtrong case can be made that 1A is too donor driven and externaly-oriented. The
possibility of usng I A resourcesto srengtheninternd MF impact monitoring systems (and
occasondly verify them) has not been sufficiently considered. The approach that many
donors have to 1A contradicts their declared gods of ‘partnerships, ‘ stakeholders,
‘inditutiona development’ and ‘empowerment’.  (Some NGOs, such as SEWA and
CDIR, are dready atempting to integrate impact monitoring Ssystems and impact
assessment studies.)

The idea of methodologica rigour applies to dl 1A designs and methods. Cost and
complexity do not autamoticaly equate with rigour and, for example, alarge survey can
be poorly designed while agood PLA can yield highly accurate data about impact.

The main need in contemporary |A studies is for smple |A approaches that achieve a
relatively high degree of plaughility. Thiscan be done by usng amix of methods, focusing
sudies on a small set of key hypotheses, developing time series data, documenting
triangulation, usng the same methods for later studies and assessing comparison groups.
Traning |A gaff and helping them to ‘professondize (see recommendation 8) will be
necessary to improve smple approaches.

Serious atemptsto assessimpact (whether smple, moderate or complex) must pursuethe
impact chain down to ‘who’ an MFl provides services to and ‘what’ the effects are on
individua and/or household livelihoods. The Ohio State School approach (outreach plus
inditutiona sustainahility), or its extengoninto borrower transaction costs, provide useful
indgghts but no grounds from which impacts on livelihoods can beinferred with plaughility.
Smilaly, sudiesthat focus purely on impacts on the ‘microenterprise’ have limited vaue
because of the permesbility of the enterprise’lhousehold boundary.

The Household Economic Portfolio Model (HEPM), and variants on this gpproach, have

much to recommend them when well resourced and complex approaches are being
undertaken.
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Problems of attribution can be greatly reduced by skilled survey design in complex 1A
approaches and by triangulation in other designs. Studies that focus on impact at severa
levels (eg.;HEPM) can overcome many of the difficulties associated with fungibility.

A significant proportion of IAshave‘low impact’ on policy and practice because assessors
dlocatetoo littletime and energy to dissemination. Academic achievementsdepend on the
book and econometric sophistry: practical achievements depend on providing clear and
relatively smple messages to busy policymakers and managers.

Donor activity in the field of impact assessment has, to date, done little to strengthen the
human resources and ingtitutions (research ingtitutes, consultancy groups and NGOs) in
developing countries that conduct 1As. Inditutional development in the 1A field has
srengthened OECD based indtitutions, with the notable exception of participatory
methods. The long termbenefits of work toimprove | A methodol ogies are dependent on
developing in-country design capacities.

The complexity of impact assessment means that improvementsin IA must be based on
raising the capacity of impact assessors, particularly the army of people who design and
run smplelAs. This can be achieved by professondizing and training assessors. Three
key dlements of this are: (i) developing a code of practice or set of standards for MFl
assessors for different 1A approaches; (ii) the production and dissemination of a manud
for IA designersthat provides anumber of ‘key checklists and case sudies of real world
| A designs and methods (including questionnaires, control group sdection, PLA facilitation
and costs) and; (iii) establishing networks of M impact assessors/monitors in specific
countries.
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Appendix 1

Scope of Work for Discussion Paper on
Impact Methodologiesfor CGAP

Termsof Reference

The objective of the discussion paper is to provide a document to be used asthe basisfor adiscussonin
avirtua meeting on impact assessment methodologies (April 7 - 12, 1997). The participants will include
donors, technica experts and practitioners. They will be discussing the proposals in the paper, and the
premises or assumptions on which these are based. The god of thevirtud meeting isto determineif there
is agreement about a set of dternative methodologiesfor conducing impact assessmentswhich addressthe
credibility of the data vis avisthe intended use of the information and the objectives of the assessments.

The purpose of the discussion paper isto assess arange of methodol ogies which can be used to document
the impact of microenterprise programs which take into account different a) program characteristics and
context, b) objectives of an assessment, and ¢) intended primary use of the information. The discusson
paper will draw upon the Background Papers aswell asthe knowledge and experience of theauthor. The
consultant is to incorporate key points of each of the background papers in the discusson on
methodologica options.

The consultant will identify key categories related to methodology in order to incorporate the range of
topics covered in the background papers. In covering different methodol ogica issues, the discussion paper
shdl indude the following topics

- the use of survey insgruments and/or qualitative approachesin undertaking forma/rigorous
Sudies and less formal data collection exercises.

- the preference for longitudina data. By and large the more rigorous impact assessments
collect data more than once.

- the incluson of a comparison group, thus permitting anayses between those who have
accessed the microenterprise services and those who have not. Thelessrigorousstudies
which have focused only on program clients, do not permit one to analyse what changes
might have occurred without use of the services. In the absence of control group
information, little can be said about the relative advantages of program participation.

- accounting for the fungibility of resources within a household.

In addition, the following and other issues might be covered:



- recall periods vis-avis key variables and the credibility of the responses;

- recognition of the sdection bias, both in terms of a program’ s clients and the location of
the program. Location of a program can play arolein its success,

- tempord factors, including both the length of time that impacts are sustained, the point at
which impacts firgt begin to occur, and the length of time in the program;

- the choice of anaytica techniques which reflect the type of data collected; survey data
permit andysis of the distribution of impacts whereas quditative information permits
andysis of dynamics, decisons and why changes occurred; and

- the identification of control variables such as gender.

In proposing methodologica options for assessing the impact of microenterprise programs, the consultant
should take into account in the feasibility of implementing these. Among the factors which should help to
dedlinegte the options should be cogt, availability of resources (both within and outside the programs), and
the utility of the proposed approaches vis a vis the objectives of the assessments and the utility of the
findings to the implementing inditutions. Thisinformation might be summarised in atable.

Until now impact assessments have tended to be seen gpart from the implementation of programs, - off
budget. However thereisagrowing awareness that impact assessments, especidly basdine surveys, can
be integrated into market surveys undertaken by implementing organisations to define and refine their
product range. Thisshould aso be given consideration in the discussion of options. The consultant should
explore whether acceptable standards for the methodological approaches to impact assessment might be
s, vis-avis the objectives and intended use of the data.

31



Appendix 2
AlIM S Documentation
Barnes, Carolyn (1996) Assets and the Impact of Microenter prise Finance Programs,
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Services, Washington DC: Management Systems International

Galle, G L (1997) Highlights and Recommendations from the Microenterprise Impact Virtual
Meeting (Draft), Washington DC: Management Systems Internationa
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Microenterprise Credit Programs, Washington DC: Management Systems International

Hymean, E and Dearden, K (1996) A Review of Impact | nformation Systems of NGO Microenterprise
Programs, Washington DC: Management Systems Internationd

Inserra, Anne (1996) A Review of Approaches for Measurement of Microenterprise and Household
Income, Washington DC: Management Systems International

Little, P (1997) Background Paper on Income and Assets as Impact Indicators, Washington DC:
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Appendix 4

Possible Corrective Measures for Improving the Accuracy of Quasi-experimental
(Controal-group) Evaluation M ethodologies

(c) fungibility
of capital
(i.e. attribution)

against declared expenditure

Also measurements of
‘willingness to accept loan’ in
non-borrower sample, if the
exercise described at right is
wanted

Supplementary
Possible Corrective Data Collection/design Complementary Analytical
Actions M odifications M ethods:
Informal but Rigorousbut
Problems Cheap Expensve
1. Sample
selection
bias:
(@) initia Control for alarger RRA comparing Within-sample
selection number of determinants asset changes etc. regressions using
of welfare change (suggested list: | among borrower and | quantity of credit
initial income and assets, access non-borrower (or no, of loans) as
toinfrastructure, groups independent
weather, land quality, gender, variable
ethnicity)
Randomisation of
control location
Regress
‘willingnessto
(b) recall Cross-check components accept loan’ on
methods of income; check declared income income within non-

borrower sample,

then use results of
thisregression to
correct for ‘ greater
willingness' to be
“entrepreneurial’
among borrowers

Use other
information (e.g.
did borrower’s
stock of physical
and human capital
increase?




Supplementary

pick up
structural
changes
operating
through time

collection of dataover
at least two cropping
seasons

Replacement of dropouts

in both borrower and

control groups (hence choose a
larger sample

than it is intended to

initialy interview

within borrower
group, in particular
to assess technical
interactions between
borrower and control

group

Possible Corrective Data Collection/design Complementary Analytical
Actions M odifications M ethods:
Informal but Rigorousbut
Problems Cheap Expensve
2. Inaccurate\
specification of causal
mechanisms:
(a) endogeneity Instruments for propensity 29.S
to accept aloan regressions on
(e.g. capitalisation, gender) borrower sample
(b) failureto Agricultural projects: Case-studies

(a) persuading
chosen control
group to be
interviewed

(b) Survey
fatigue

3. Motivational problems;

Cash or kind payments

Use of borrowers-to-be as
control group (but beware: can
only be used for periods before

i nterviewee became a borrower)

Replacement of dropouts
in borrower and control
groups

Multiple
regression within
borrower group

4. Resource costs

Keep borrower and

control groups close
together (but risk of
contamination of control
through interaction with
borrowers (see 2(b) above)

Source:

Mosley (1997)




